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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-1070 (Preliminary)
CERTAIN TISSUE PAPER PRODUCTS AND CREPE PAPER PRODUCTS FROM CHINA

DETERMINATION

On the basis of the record* developed in the subject investigation, the United States International
Trade Commission (Commission) determines, pursuant to section 733(a) of the Tariff Act of 1930
(19 U.S.C. § 1673b(a)) (the Act), that there is a reasonable indication that an industry in the United States
is materially injured by reason of imports from China of certain tissue paper products and that an industry
in the United States is materially injured by reason of imports from China of crepe paper products that are
alleged to be sold in the United States at less than fair value (LTFV). The tissue paper products and crepe
paper products subject to this investigation do not have specific classification numbers assigned to them
under the Harmonized Tariff Schedule of the United States (HTS) and appear to be imported under one or
more of several different residual or “basket” categories, including but not necessarily limited to the
following subheadings: 4802.30; 4802.54; 4802.61; 4802.62; 4802.69; 4804.39; 4806.40; 4808.30;
4808.90; 4811.90; 4823.90; and 9505.90.40.

COMMENCEMENT OF FINAL PHASE INVESTIGATION

Pursuant to section 207.18 of the Commission’s rules, the Commission also gives notice of the
commencement of the final phase of its investigation. The Commission will issue a final phase notice of
scheduling, which will be published in the Federal Register as provided in section 207.21 of the
Commission’s rules, upon notice from the Department of Commerce (Commerce) of an affirmative
preliminary determination in the investigation under section 733(b) of the Act, or, if the preliminary
determination is negative, upon notice of an affirmative final determination in that investigation under
section 735(a) of the Act. Parties that filed entries of appearance in the preliminary phase of the
investigation need not enter a separate appearance for the final phase of the investigation. Industrial
users, and, if the merchandise under investigation is sold at the retail level, representative consumer
organizations have the right to appear as parties in Commission antidumping and countervailing duty
investigations. The Secretary will prepare a public service list containing the names and addresses of all
persons, or their representatives, who are parties to the investigation.

BACKGROUND

On February 17, 2004, a petition was filed with the Commission and Commerce by Seaman
Paper Company of Massachusetts, Inc. (Otter River, MA), American Crepe Corporation (Montoursville,
PA), Eagle Tissue LLC (South Windsor, CT), Flower City Tissue Mills Co. (Rochester, NY), Garlock
Printing & Converting, Inc. (Gardner, MA), Paper Service Ltd. (Hinsdale, NH), Putney Paper Co., Ltd.
(Putney, VT), and the Paper, Allied-Industrial, Chemical and Energy Workers International Union
AFL-CIO, CLC, alleging that industries in the United States are materially injured by reason of LTFV
imports of certain tissue paper products and crepe paper products from China. Accordingly, effective
February 17, 2004, the Commission instituted antidumping duty investigation No. 731-TA-1070
(Preliminary).

Notice of the institution of the Commission’s investigation and of a public conference to be held
in connection therewith was given by posting copies of the notice in the Office of the Secretary, U.S.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR § 207.2(f)).
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International Trade Commission, Washington, DC, and by publishing the notice in the Federal Register
of February 23, 2004 (69 FR 8232). The conference was held in Washington, DC, on March 9, 2004, and
all persons who requested the opportunity were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION

Based on the record in this investigation, we find that there is a reasonable indication that an
industry in the United States is materially injured by reason of imports of tissue paper from China that are
allegedly sold in the United States at less than fair value (“LTFV”), and that an industry in the United
States is materially injured by imports of crepe paper from China that are allegedly sold in the United
States at LTFV.

l. THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard for preliminary antidumping and countervailing duty determinations requires
the Commission to determine, based upon the information available at the time of the preliminary
determinations, whether there is a reasonable indication that a domestic industry is materially injured or
threatened with material injury, or that the establishment of an industry is materially retarded, by reason
of the allegedly unfairly traded imports.* In applying this standard, the Commission weighs the evidence
before it and determines whether “(1) the record as a whole contains clear and convincing evidence that
there is no material injury or threat of such injury; and (2) no likelihood exists that contrary evidence will
arise in a final investigation.”

1. MARKET BACKGROUND

Certain tissue paper products (“tissue paper”) are thin, lightweight paper sold in the form of cut-
to-length sheets (folds or reams), suitable for wrapping of products for protection and/or decorative
purposes.® Tissue paper is sold in a range of sizes and colors, although white tissue paper reportedly
constitutes the largest segment of the tissue paper market.* Tissue paper may or may not be decorated
with printed designs and is available in a variety of packaging. Some forms of packaging, such as folded
sheets in plastic bags or paper bands, are sold to consumers. By contrast, larger containers such as boxes
containing large quantities of unfolded sheets or reams, are sold principally for use by retail
establishments.®

Crepe paper products (“crepe paper”) are thin, lightweight paper having a finely wrinkled texture
that are generally sold in the form of streamers suitable for use as a decoration at parties, weddings, and
other social events. Crepe paper is usually treated with flame-retardant chemicals. Crepe paper is sold in
a range of colors and generally is packaged in plastic bags for sale to consumers.®

The domestic industry producing tissue paper consists of 16 companies, the largest of which are
*** At least 30 U.S. companies are known to import tissue paper from China, including six companies
that currently or formerly produced tissue paper domestically. The largest importers are ***, There are
few known importers of tissue paper from countries other than China. The largest purchasers of tissue

119 U.S.C. § 1673b(a); see also American Lamb Co. v. United States, 785 F.2d 994, 1001-04 (Fed. Cir. 1986);
Avristech Chemical Corp. v. United States, 20 CIT 353, 354-55 (1996). No party argued that the establishment of an
industry is materially retarded by reason of the allegedly unfairly traded imports.

2 American Lamb, 785 F.2d at 1001; see also Texas Crushed Stone Co. v. United States, 35 F.3d 1535, 1543
(Fed. Cir. 1994).

% Petition at 30. Lower grades of white tissue paper have little decorative value and are used principally as
dunnage to stuff items such as shoes and handbags. CR at I-6; PR at I-4.

4 Petition at 30.
5 Petition at 6, 30.
® Petition at 32.




paper include TJ Maxx and May Department Stores, both of which purchase the product in bulk for
wrapping merchandise purchased by their customers (“bulk” tissue paper), and Wal-Mart and Target,
both of which purchase folded tissue paper for sale to consumers (“consumer” tissue paper).’

The domestic industry producing crepe paper consists of four companies, the largest of which are
*** At least 10 U.S. companies are known to import crepe paper from China, two of which, ***, also
produce crepe paper domestically. The largest importers are ***, There are virtually no known importers
of crepe paper from countries other than China. The largest purchasers of crepe paper include ***.8

Domestic shipments accounted for 91 percent of apparent U.S. consumption of tissue paper in
2001, 87 percent in 2002, and 66 percent in 2003.° For crepe paper, domestic shipments accounted for
*** percent of apparent U.S. consumption in 2001, *** percent in 2002, and *** percent in 2003.2° For
both tissue paper and crepe paper, imports from China accounted for nearly all of the balance of U.S.
market shipments during 2001 through 2003.**

I, DOMESTIC LIKE PRODUCT
A. In General

To determine whether there is a reasonable indication that an industry in the United States is
materially injured or threatened with material injury by reason of imports of the subject merchandise, the
Commission first defines the “domestic like product” and the “industry.”? Section 771(4)(A) of the
Tariff Act of 1930, as amended (the Act), defines the relevant domestic industry as the “producers as a
[w]hole of a domestic like product, or those producers whose collective output of a domestic like product
constitutes a major proportion of the total domestic production of the product.”*® In turn, the Act defines
“domestic like product” as “a product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an investigation ... "™

The decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied the statutory standard of “like” or “most similar in
characteristics and uses” on a case-by-case basis.*> No single factor is dispositive, and the Commission

" Petition at 12. The petition identifies 12 additional companies that purchase substantial volumes of tissue paper:
***_ Petition at EX. 9.

8 Petition at Ex. 35; Questionnaire responses of ***, question IV-C, p. 22.

® Confidential Staff Report (“CR”) and Public Staff Report (“PR”) at Table IV-3.
0 CR and PR at Table IV-5.

' CR and PR at Tables IV-3 and IV-5.

219 U.S.C. § 1677(4)(A).

B1d.

419 U.S.C. § 1677(10).

15 See, e.9., NEC Corp. v. Department of Commerce, 36 F. Supp.2d 380, 383 (Ct. Int’l Trade 1998); Nippon Steel
Corp. v. United States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’|
Trade 1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination ‘must be made on the
particular record at issue’ and the ‘unique facts of each case’”). The Commission generally considers a number of
factors including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution;

(4) customer and producer perceptions of the products; (5) common manufacturing facilities, production processes,
and production employees; and, where appropriate, (6) price. See Nippon, 19 CIT at 455 n.4; Timken Co. v. United
States, 913 F. Supp. 580, 584 (Ct. Int’l Trade 1996).




may consider other factors it deems relevant based on the facts of a particular investigation.® The
Commission looks for clear dividing lines among possible like products, and disregards minor
variations.’” Although the Commission must accept the determination of Commerce as to the scope of the
imported merchandise allegedly subsidized or sold at LTFV, the Commission determines what domestic
product is like the imported articles Commerce has identified.** The Commission must base its domestic
like product determination on the record in this investigation. The Commission is not bound by prior
determinations, even those pertaining to the same imported products, but may draw upon previous
determinations in addressing pertinent like product issues.™

B. Product Description

Commerce instituted two separate investigations of the subject merchandise. The products
covered by these two investigations are: 1) certain tissue paper products from China, and 2) certain crepe
paper products from China. In its notice of initiation, Commerce has defined these products as follows:

The tissue paper products subject to investigation are cut-to-length sheets of tissue paper having
a basis weight not exceeding 29 grams per square meter. Tissue paper products subject to this
investigation may or may not be bleached, dye-colored, surface-colored, glazed, surface
decorated or printed, sequined, crinkled, embossed, and/or die cut. The tissue paper subject to this
investigation is in the form of cut-to-length sheets of tissue paper with a width equal to or greater
than one-half (0.5) inch. Subject tissue paper may be flat or folded, and may be packaged by
banding or wrapping with paper or film, by placing in plastic or film bags, and/or by placing in
boxes for distribution and use by the ultimate consumer. Packages of tissue paper subject to this
investigation may consist solely of tissue paper of one color and/or style, or may contain multiple
colors and/or styles. Excluded from the scope of the investigation are the following tissue paper
products: (1) tissue paper products that are coated in wax, paraffin, or polymers, of a kind used in
floral and food service applications; (2) tissue paper products that have been perforated,
embossed, or die-cut to the shape of a toilet seat, i.e., disposable sanitary covers for toilet seats;
(3) toilet or facial tissue stock, towel or napkin stock, paper of a kind used for household or
sanitary purposes, cellulose wadding, and webs of cellulose fibers (HTS 4803.00.20.00 and
4803.00.40.00).

The crepe paper products subject to investigation have a basis weight not exceeding 29
grams per square meter prior to being creped and, if appropriate, flameproofed. Crepe

16 See, e.0., S. Rep. No. 249, 96" Cong., 1* Sess., at 90-91 (1979).

7 Nippon Steel, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49; see also S. Rep. No. 249 at 90-91 (Congress
has indicated that the domestic like product standard should not be interpreted in “such a narrow fashion as to permit
minor differences in physical characteristics or uses to lead to the conclusion that the product and article are not
‘like’ each other, nor should the definition of ‘like product’ be interpreted in such a fashion as to prevent
consideration of an industry adversely affected by the imports under consideration.”).

18 Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find a single
domestic like product corresponding to several different classes or kinds defined by Commerce); Torrington,
747 F. Supp. at 748-52 (affirming Commission’s determination of six domestic like products in investigations where
Commerce found five classes or kinds).

19 See Acciai Speciali Terni S.p.A. v. United States, 118 F. Supp.2d 1298, 1304-05 (Ct. Int’l Trade 2000); Nippon
Steel Corp. v. United States, 19 CIT 450, 455 (1995); Asociacion Colombiana de Exportadores de Flores v. United
States, 693 F. Supp. 1165, 1169 n.5 (Ct. Int’l Trade 1988) (particularly addressing like product determination);
Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1087-88 (Ct. Int’l Trade 1988).

5



paper has a finely wrinkled surface texture and typically but not exclusively is treated to
be flame-retardant. Crepe paper is typically but not exclusively produced as streamers in
roll form and packaged in plastic bags. Crepe paper may or may not be bleached,
dye-colored, surface-colored, surface decorated or printed, glazed, sequined, embossed,
die-cut, and/or flame-retardant. Subject crepe paper may be rolled, flat or folded, and
may be packaged by banding or wrapping with paper, by placing in plastic bags, and/or
by placing in boxes for distribution and use by the ultimate consumer. Packages of crepe
paper subject to this investigation may consist solely of crepe paper of one color and/or
style, or may contain multiple colors and/or styles.?

C. Domestic Like Product

Petitioners contend that Commission should define two separate like products, tissue paper and
crepe paper.?> They maintain that each of these products should be defined coextensive with its
respective scope definition. While respondents agree that tissue paper and crepe paper should be defined
as separate like products,? they contend that tissue paper should be divided further into bulk tissue paper
(i.e., tissue paper sold to companies for in-store use, including wrapping of items sold to customers) and
consumer tissue paper (i.e., tissue paper ultimately marketed and sold to individual consumers).? For the
reasons discussed below, for purposes of this preliminary determination, we find two separate domestic
like products, tissue paper and crepe paper.

1. Whether tissue paper and crepe paper are separate like products

Both petitioners and respondents agree that tissue paper and crepe paper should be considered
separate like products. Based on the traditional six-factor analysis, we find that tissue and crepe paper are
two domestic like products.

Tissue and crepe paper are lightweight paper products, have a basis weight not exceeding 29
grams per square meter and share certain physical characteristics, such as a gauzy and/or fairly
transparent appearance.* While tissue paper and crepe paper may be colored, decorated, or customized,

2 69 Fed Reg. 121128, 121129 (March 15, 2004). As noted in Commerce’s scope, tissue paper products subject
to this investigation do not have specific classification numbers assigned to them under the Harmonized Tariff
Schedule of the United States (“HTSUS”) and appear to be imported under one or more of the several different
“basket” categories, including but not necessarily limited to the following HTSUS subheadings: 4802.30, 4802.54,
4802.61, 4802.62, 4802.69, 4804.39, 4806.40, 4808.30, 4808.90, 4811.90, 4823.90, 9505.90.40. As such, certain
tissue paper products from China enter the United States duty-free under normal trade relations duty rates.

Similarly, crepe paper products subject to this investigation do not have specific classification numbers
assigned to them under the HTS and likewise appear to be imported under one or more of the several different
“basket” categories, including but not necessarily limited to the following HTSUS subheadings: 4802.30, 4802.54,
4802.61, 4802.62, 4802.69, 4804.39, 4806.40, 4808.30, 4808.90, 4811.90, 4823.90, 9505.90.40. As such, certain
crepe paper products from China enter the United States duty-free under normal trade relations duty rates.

2! petitioners’ Brief at 3.
22 Transcript of Conference (“Tr.”) at 193 (Mr. Perry).

2% City Paper Respondents’ Brief at 2; Target Brief at 4; Chinese Respondents’ Brief at 1; and Cleo Respondents’
Brief at 1. Although Respondents indicated at the conference that they might advance additional like products
arguments, they did not do so. Tr. at 153, 189, and 194 (Mr. Perry).

24 CR at I-3-1-5; PR at 1-2-1-4; Petition at 5-6.



crepe paper differs from tissue paper in that it has a creped or wrinkled texture.”® Crepe paper typically is
sold in the form of streamers, although a small amount of crepe is folded.?* Tissue paper generally is sold
in the form of sheets.?” Crepe paper and tissue paper also differ somewhat in chemical composition.
Crepe paper is made from paper pulp containing a sizing agent and, unlike tissue paper, generally is
flame-retardant.?®

To a large extent, the differences in physical characteristics in these two types of paper affect
their end uses. Tissue paper generally is used for the packing or wrapping of products.?® Crepe paper
generally is used as a decoration, with a small amount of crepe paper folds sold for arts and craft end
uses.*

The interchangeability between tissue paper and crepe paper appears to be limited by the
products’ different physical characteristics. Crepe paper, which typically is cut into streamers, is most
often used for decorative purposes.®* Tissue paper, on the other hand, typically is used for wrapping
within a box or bag and decorative purposes.®* Lower grades® of white tissue paper have little decorative
value and are used to stuff items such as shoes and handbags.**

The record indicates that both tissue paper and crepe paper are sold both through distributors and
retailers. Petitioners, however, state that crepe paper generally is sold to party stores while tissue paper
typically is sold to retail establishments such as department stores, mass merchandisers or gifts shops.*

Tissue paper and crepe paper have similar initial production processes. Both are made from a
pulp mixture that is set into jumbo rolls of “tissue” paper.*® However, the jumbo roll used in the
manufacture of crepe paper differs from that used for tissue paper as it contains a sizing agent added to
the pulp mixture to prevent disintegration.*

The manufacture of tissue and crepe paper varies significantly once the jumbo rolls are set.
Jumbo rolls for the manufacture of tissue paper undergo three basic converting operations, sheeting,
folding, and packaging, to produce the finished product.® In contrast, jumbo rolls used in crepe paper
manufacture are processed with flame retardant chemicals, creped, and then taken to a winder, which
splits and winds the crepe paper into individual rolls for subsequent packaging.** Tissue paper and crepe

% petition at 5-6, 31, 32; CR at I-5, 1-12-1-13; PR at 1-4-1-9.
% CRat 1-13; PR at 1-9.

2 CR at I-6; PR at I-5.

2 CR at 1-13-1-14; PR at 1-9-10; Petition at 32.

¥ CRat 1-6; PR at 1-4.

% CRatl-13; PR at I-9.

1 CRat 1-13; PR at I-9.

%2 CR at I-6; PR at 1-4.

% The tissue paper industry recognizes four grades of white tissue paper based on the whiteness and brightness of
the tissue paper. White tissue paper grades range in color and brightness from the whitest sheet (no. 1) through off-
white shades to a light grey (no. 4). CR at I-5, 1-6 and n.15; PR at I-4 and n.15; Tr. at 186-187.

% CRat I-6; PR at 1-4.

® CRatI-11, I-15; PR at I-8, 1-10-1-11; Petitioners’ Brief at 3.
% CR at 1-9-1-10; PR at 1-10.

8" CR at I-13; PR at I-10.

% CR at 1-9-1-10; PR at I-7-8.

% Compare CR at I1-9-1-10, 1-13-1-14; PR at I-7-1-8, 1-9-1-10.
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paper are produced in different production facilities, using different equipment and employees.”® Only
one U.S. company manufactures both products, and it does so in different production facilities.*

Tissue and crepe paper are not considered by U.S. producers to be substitutes for one another.*?
The record indicates that tissue paper frequently is sold at substantially lower prices than crepe paper.*

In sum, while tissue and crepe paper have some similarities in physical characteristics, only crepe
paper has a creped or wrinkled texture and generally is slit into narrow streamers. To a large degree,
these distinctions result in different end uses, limited interchangeability, and differences in producer
perceptions. Tissue and crepe paper undergo distinct finishing processes, and different production
facilities and employees are used in the production of the two products. Finally, tissue and crepe paper
appear to have different price levels. Therefore, we find that tissue and crepe paper are two domestic like
products.

2. Whether bulk tissue paper and consumer tissue paper are separate like products

a. Arguments of the Parties

Respondents propose that there should be two tissue paper domestic like products: bulk tissue
paper (tissue paper sold in reams for use by retail establishments) and consumer tissue paper (tissue paper
sold for resale to individual consumers). Respondents argue that bulk tissue paper generally is sold in
reams containing 480 flat sheets and packaged in polybags while consumer tissue paper is sold in smaller
amounts (40 sheets or less per package) and “packaged in a manner designed to entice individual
shoppers.”** They maintain that bulk tissue paper “tends toward plainness,” which makes it more suitable
for stuffing such items as shoes and handbags, whereas consumer tissue paper, with its colorful patterns
and packaging, generally is used for wrapping presents and decorating purposes.* Respondents
emphasize that the end users of bulk tissue paper are retail establishments or dry cleaners, while
consumers are the end users of consumer tissue paper.* Finally, they stress that consumer tissue paper
undergoes further finishing processes than bulk tissue paper and consequently is priced higher than bulk
tissue paper.*’

Petitioners argue that tissue paper products comprise a continuum of grades, sizes types, and
colors of a single like product.®® They stress that respondents’ proposed definition of like product would
result in the segmentation of tissue paper based solely on the channels of distribution.** They maintain
that bulk tissue paper and consumer tissue paper have no significant differences in physical
characteristics, uses, production processes, interchangeability, or prices.*

b. Analysis

“0 petitioners’ Brief at 3.

#! petitioners’ Brief at 3.

2 CRatl-11, I-14; PR at 1-8, 1-10.

® CRatl-12, 1-15; PR at I-9, I-11; CR and PR at Tables V-1-V-5.
# City Paper Respondents Brief at 4.
“ Cleo Respondents’ Brief at 5.

“6 City Paper Respondents’ Brief at 7.
47 City Paper Respondents’ Brief at 30.
“8 petitioners’ Brief at 5.

“ petitioners’ Brief at 6.

%0 Petitioners’ Brief at 7-8.



We provide the following comparison of bulk tissue paper to consumer tissue paper using the
traditional six-factor like product analysis.

i. Physical Characteristics and Uses

Bulk and consumer tissue paper share many of the same physical characteristics. Both are made
from jumbo rolls of tissue paper.®* Petitioners indicate that domestic producers maintain an inventory of
different colored roll stock that can be used for processing consumer or bulk tissue paper.>> Both bulk
and consumer tissue paper may be colored, decorated, or customized to meet certain customer
specifications. The record indicates that a significant majority of consumer tissue paper is customized,
while the percentage of bulk tissue paper that is customized varies significantly from producer to
producer.®® Respondents assert that bulk tissue paper “tends toward plainness” and generally is white,
while consumer tissue paper is “more and more often characterized by patterns, colorful packaging, and
die-cutting.”* Petitioners, however, stress that the vast majority of tissue paper sold to consumers in the
U.S. market is either white or sold in solid colors and not the speciality types of tissue highlighted by
respondents.> Petitioners also note that bulk tissue paper sold to retailers can be customized with the
logo of the stores, be colored, or patterned.*®

One difference between consumer tissue paper and bulk tissue paper appears to be the manner in
which it is packaged for sale. Typically, consumer tissue paper tends to be sold folded in packages of five
to 120 sheets. Bulk tissue paper, on the other hand, generally is sold in reams (480 sheets), either as flat
sheets or quire-folded sheets and is packaged either in poly-bags or sold in large boxes.>” With reams, the
format of the tissue folds varies.®® Consumer tissue paper sold as “seasonal tissue folds” reportedly have
higher sheet counts (90-120 sheets), as do “club packs” (120 to 400 sheets).>

Both bulk and consumer tissue paper are used for wrapping within a box or bag and decorative
purposes.®® However, some lower grades or less bright grades of white tissue paper, with little decorative
value, are sold as bulk tissue paper and are used principally as dunnage to stuff items such as shoes and
handbags, and are sold as bulk tissue paper.®

ii. Interchangeability

I CR at I-9-1-10; PR at I-7; Tr. at 56.
52°Tt. at 56.

%8 Crystal reported that *** of its domestically produced bulk tissue paper shipped in 2003 was customized,
compared to *** of its domestically produced consumer tissue paper. Seaman and Flower City reported ***. For
bulk tissue paper products, ***. CR at 1-17 n. 91; PR at I-12 n. 91.

% Cleo Respondents’ Brief at 4; Tr. at 121.
% Petitioners’ Brief at 6. See note 37 supra.
% Petitioners’ Brief at 6: Tr. at 39, 65, 86.

S CRat I-6; PR at I-4-1-5. When tissue paper is quire-folded, a number of tissue paper sheets are folded together
in half rather than folded individually.

% CRat I-6; PR at I-5.

% CR at I-6-1-7; PR at I-5.

% CRat1-17, 1l-1; PR at I-13, 1I-1.
. CR at I-6; PR at I-4.



Respondents contend that bulk and consumer tissue paper are not interchangeable due to
difference in quantities per package between consumer and bulk tissue paper.%? They maintain that
individual consumers that purchase consumer tissue paper do not wish to purchase tissue paper in reams.*
Petitioners indicate that club packs of consumer tissue paper having high sheet counts are sold by mass
merchandisers to both individual consumers and small retail establishments.®

As noted above, most bulk tissue paper and nearly all consumer tissue paper are used for
wrapping items within a box or bag and decorative purposes.®®

iil. Channels of Distribution

Questionnaire responses indicate that in 2003, 56 percent of domestic shipments of consumer
tissue paper were made directly to retailers and 44 percent were made through distributors.®® As for bulk
tissue paper, questionnaire responses indicate that in 2003, 74 percent of domestic shipments were made
through distributors, 25 percent were made directly to retailers, and 1 percent were made directly to
consumers.®” It should be noted, however, that respondents assert certain firms specialize in consumer
tissue paper and do not sell bulk tissue paper.®

iv. Producer/Customer Perceptions

Petitioners note that consumers and retail establishments do not necessarily distinguish between
consumer and bulk tissue paper given that club packs of consumer tissue paper are sold at mass
merchandisers to both individual consumers and small retail establishments.®

Respondents argue that purchasers’ differing perceptions of bulk and consumer tissue paper are
“reflected in the packaging of each product.” According to respondents, consumer tissue paper is sold in
small quantities and packaged to catch the consumer’s eye, while bulk tissue paper is wrapped plainly for
“pusiness consumption.”™

82 City Paper Respondents’ Brief at 13.
% Cleo Respondents’ Brief at 4.

 Tr. at 40.

® CR at I-6; PR at 1-4.

% CR at I-19; PR at I-14.

¥ CR at I-19; PR at I-14.

% Cleo Respondents’ Brief at 1-19. Although respondents do not provide the actual amounts sold, they indicate
that high-end retailers (e.q., Saks, Nordstrom) and laundries buy bulk tissue paper for their own use, whereas party
stores, gift stores, and low-end-retailers (e.q., Target, Wal-Mart) purchase consumer tissue paper for sale to
consumers. City Paper Respondents’ Brief at 7.

 Tr. at 40.
" Cleo Respondents’ Brief at 9; Target Brief at 5.
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V. Manufacturing Processes

Both bulk tissue and consumer tissue paper are made from jumbo rolls of “tissue” paper, although
jumbo rolls used in the production of bulk tissue paper may be wider.” Both bulk and consumer tissue
paper undergo converting processes to produce the finished product.”? Conversion of jumbo rolls of
tissue paper into bulk and consumer tissue paper involves the same three basic operations: sheeting,
folding, and packaging of tissue paper.”® Consumer tissue paper is more likely to undergo folding than
bulk tissue paper, which is generally stacked in reams. Consumer and bulk tissue paper typically are
packaged differently. The flat or quire-folded reams of “bulk tissue” paper may either be packaged in
plastic wrap using “L” bagger equipment, which requires more manual labor to insert and seal the bag, or
packaged directly in corrugated boxes without any plastic packaging.” Consumer tissue paper or folded
sheets are packaged in plastic bags or paper bands.”

Petitioners contend that all tissue paper shares the same manufacturing process, and that bulk
grades and consumer grades may be produced in the same facility with common employees and similar
processes.”® They also note that consumer tissue paper and bulk tissue paper may be made from common
inventories of jJumbo rolls. Respondents indicate that certain manufacturing steps (such as printing) may
be completed on the same equipment for both bulk and consumer tissue paper.”” They maintain that the
manufacture of consumer tissue paper begins with a design phase that can require an 18 month lead time.
They also assert that bulk and consumer tissue paper are manufactured on different production lines or
equipment and that bulk and consumer tissue are often manufactured in different factories or by different
firms.™

Vi. Price

According to pricing data collected in this investigation, bulk tissue is priced at a level
comparable to a larger sized package of consumer tissue paper, but lower than a smaller sized package.™

Vil. Conclusion

Bulk tissue paper and consumer tissue paper are made from jumbo rolls of “tissue” paper and thus
share many of the same physical characteristics. Both bulk and consumer tissue paper may be plain
white, colored, decorated, or customized to meet certain customer specifications. Consumer tissue paper
typically is sold folded in smaller quantity packages, whereas bulk tissue paper is usually sold in unfolded
reams; however, consumer tissue paper sold as “seasonal tissue folds” reportedly have higher sheet
counts, as do “club packs,” which contain up to 400 sheets and may be sold flat. Both consumer and bulk

™ CRatI-18; PR at I-13. While noting there may be differences in jumbo roll size for consumer versus bulk
tissue paper, petitioners also testified that domestic producers maintain an inventory of different colored roll stock
that can be processed into either consumer or bulk tissue paper. Tr. at 56.

?CR at I-10; PR at I-6-1-7.

3 Tr. at 56.

" CR at I-10-1-11; PR at I-8.

7 Petition at 6.

"® Petitioners’ Brief at 8.

" Tr. at 125-126.

78 Cleo Respondents’ Brief at 7; City Paper Respondents’ Brief at 10.

® CRat 1-20; PR at I-14; cf. CR and PR at Table V-2 and CR and PR at Tables V-1-V-4 (prices for 5-sheet and
40-sheet folded tissue paper and unfolded reams).
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tissue paper have common end uses as both are used for wrapping, although some bulk tissue paper is
used for stuffing items. Both bulk tissue and consumer tissue paper appear to be produced through
similar converting processes and on similar equipment. As for pricing practices, the record indicates that
bulk tissue paper is priced somewhat lower on average than consumer tissue paper.

Based on the record, we do not define bulk tissue paper and consumer tissue paper as separate
like products. There are overlaps in physical characteristics, end uses, production processes
notwithstanding the differences in packaging, distribution, and prices. Given the overlaps, we do not find
a clear dividing line between the products.?® However, in any final phase investigation, we intend to
collect additional information and to revisit the issue as to whether bulk tissue paper and consumer tissue
paper should be characterized as a two domestic like products or instead whether any distinctions should
be considered as a condition of competition.

Accordingly, we find two separate domestic like products: all tissue paper corresponding to the
scope, and all crepe paper corresponding to the scope.

V. DOMESTIC INDUSTRY AND RELATED PARTIES
A. Domestic Industry

The domestic industry is defined as the “producers as a [w]hole of a domestic like product, or
those producers whose collective output of a domestic like product constitutes a major proportion of the
total domestic production of the product.”® In defining the domestic industry, the Commission’s general
practice has been to include in the industry all domestic production of the domestic like product, whether
toll-produced, captively consumed, or sold in the domestic merchant market.®

Based on our finding that the domestic like product consists of two separate like products, tissue
paper and crepe paper, we find two domestic industries consisting of: (1) all producers of tissue paper and

8 Respondents point out in their briefs that in Folding Gift Boxes from China, Inv. No. 731-TA-921 (Final),
USITC Pub. 3480 (Dec. 2001) the Commission found “give-away” boxes and “folding boxes” to be distinct products
and declined to expand the scope to include “give-away” boxes as part of the domestic like product. However, in
that case, the issue before the Commission was whether the definition of the domestic like product should be
expanded beyond the scope. Here by contrast, the issue is whether the group of products within the scope of
investigation should be divided into separate like products.

In Folding Gift Boxes, the Commission found that give-away boxes differed from folding boxes in a
number of key respects. In particular, “give-away” boxes were generally plain white, while most for-sale gift boxes
had distinctive holiday motifs and did not require additional external wrapping; for-resale gift box market was a
largely seasonal or holiday business; production varied between the types of boxes, reflecting significant design-time
and effort associated with the resale boxes that was not true for the “give-away” boxes; and there were substantial
price differences between the two types of boxes. USITC Pub. 3480 at 5-7. In this investigation, both consumer and
bulk tissue paper can be in plain white, solid colors, or patterns. Consumer tissue paper may or may not have
distinctive motifs, and although its sales peak during the Christmas season, it not a seasonal product. Production
processes for the two types of tissue paper are very similar and while some consumer tissue may require significant
design time and effort, a sizeable portion of consumer tissue paper is either white or solid colors and consumer tissue
paper and bulk tissue paper may be made from the same inventories of jumbo rolls.

8119 U.S.C. § 1677(4)(A).

8 See United States Steel Group v. United States, 873 F. Supp. 673, 681-84 (Ct. Int’l Trade 1994), aff'd, 96 F.3d
1352 (Fed. Cir. 1996).
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(2) all producers of crepe paper. We note that both the tissue paper and crepe paper domestic industries
consist of integrated producers and converters.®

B. Related Parties

In defining the domestic industry, we must determine whether any producer of the domestic like
product should be excluded from the domestic industry pursuant to section 771(4)(B) of the Act. That
provision of the statute allows the Commission, if appropriate circumstances exist, to exclude from the
domestic industry producers that are related to an exporter or importer of subject merchandise or which
are themselves importers.®* Exclusion of such a producer is within the Commission’s discretion based
upon the facts presented in each case.®

In this investigation, *** responding domestic producers of tissue paper and *** responding
producer of crepe paper reported importing subject merchandise from China during the period examined.
We therefore consider whether appropriate circumstances exist to exclude any of these companies from
the pertinent industry as a related party.

Petitioners acknowledge that *** fall within the definition of a related party because these firms
imported subject merchandise during the period examined.®® However, they assert that appropriate
circumstances do not exist to exclude any of these producers (including respondent Crystal) from the
domestic tissue paper or crepe paper industries.®” Respondents do not argue for the exclusion of any firm
from the domestic industry. Respondents state that exclusion “might” be appropriate for Crystal given
that Crystal is an importer and “benefitted” from its imports. They state that the Commission need not
reach this issue, but should “exclude Crystal in assessing the conditions of competition in the industry.”®

Four domestic producers of tissue paper *** and Crystal imported subject merchandise during the
period examined. With respect to ***, the record indicates that their subject import quantities were
minimal when compared to their domestic production.?® Additionally, their financial data do not suggest
that they derived a substantial benefit from the importation of subject tissue paper during the period

8 |t appears to be uncontested that converters — who take jumbo rolls and make finished products from them --
should be included in the domestic industry.

819 U.S.C. § 1677(4)(B).

% sSandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int’l Trade 1989), aff’d without opinion, 904
F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F. Supp. 1348, 1352 (Ct. Int’l Trade 1987). The
primary factors the Commission has examined in deciding whether appropriate circumstances exist to exclude the
related parties include: (1) the percentage of domestic production attributable to the importing producer; (2) the
reason the U.S. producer has decided to import the product subject to investigation, i.e., whether the firm benefits
from the LTFV sales or subsidies or whether the firm must import in order to enable it to continue production and
compete in the U.S. market; and (3) the position of the related producers vis-a-vis the rest of the industry, i.e.,
whether inclusion or exclusion of the related party will skew the data for the rest of the industry. See, e.q.,
Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’l Trade 1992), aff’d without opinion, 991 F.2d 809
(Fed. Cir. 1993). The Commission has also considered the ratio of import shipments to U.S. production for related
producers and whether the primary interests of the related producers lie in domestic production or in importation.
See, e.9., Melamine Institutional Dinnerware from China, Indonesia, and Taiwan, Inv. Nos. 731-TA-741-743 (Final),
USITC Pub. 3016 (Feb. 1997) at 14 n.81.

% petitioners’ Brief at 4.
87 Petitioners’ Brief at 4.

% Cleo Respondents’ Brief at 18 n.10. We do not address whether appropriate circumstances exist to exclude
*** because they did not complete their questionnaire responses. CR and PR at Table Il1-1, nn.1, 2, 5.

8 CR and PR at Table I1I-1.
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examined.®® Thus, we find that appropriate circumstances do not exist to exclude these domestic
producers from the domestic industry.

Crystal represented *** percent of total U.S. production of tissue paper in 2003, but the company
is no longer a producer of tissue paper.®* In 2001, Crystal imported *** square meters of the subject
merchandise, which was equivalent to *** percent of its U.S. production. In 2002, Crystal’s imports
increased to *** square meters, which was equivalent to *** percent of its U.S. production. In 2003,
Crystal’s imports reached *** square meters of subject merchandise. Because it shut down a domestic
production facility, its imports were equivalent to *** percent of its production in 2003.%

Despite this shift to importation, Crystal’s domestic production was *** during the period
examined.” Crystal states that the reason it imported subject merchandise was because it lost its supplier
of jumbo tissue rolls and, without this supply of input product, it was forced to close its Mayville,
Kentucky conversion plant.* It should be noted that Crystal filed a brief as a respondent in this
investigation, and it indicated that it opposes the petition with respect to “consumer tissue paper,” but
takes no position with respect to “bulk tissue paper.” Its financial results were the *** of eight domestic
producers, reporting an *** percent *** in operating income in 2003.* While Crystal clearly has a
substantial interest in importation, its production was substantial in 2001, 2002, and 2003. The record
indicates that its domestic production operations did not benefit significantly financially from its import
activities. On balance, we find that appropriate circumstances do not exist to exclude Crystal from the
domestic industry. We will consider this issue further in any final phase investigation.

*** a domestic producer of crepe paper, imported subject merchandise during the period
examined.®® We note that *** imported a small volume of subject merchandise in relation to its domestic
production.”” Moreover, in light of its financial results for the years it imported, it appears that the
domestic production of *** did not benefit significantly from its imports of subject merchandise.® We
therefore find that appropriate circumstances do not exist to exclude *** from the domestic crepe paper
industry.

V. REASONABLE INDICATION OF MATERIAL INJURY BY REASON OF
ALLEGEDLY LESS THAN FAIR VALUE IMPORTS OF TISSUE PAPER ¥

In the preliminary phase of antidumping or countervailing duty investigations, the Commission
determines whether there is a reasonable indication that an industry in the United States is materially

% CR and PR at Table VI-2.

L CR at I11-7; PR at 111-5; CR and PR at Table I11-1.

%2 CR and PR at Table I11-1.

% CR and PR at Table I11-1.

% CR at 111-8 and n.29, but see CR at 111-8 and n.28; PR at 111-6 and n.29, but see PR at I11-5 and n.28.
% CR and PR at Table VI-2.

% CR and PR at Table IV-1.

%" CR and PR at Table I11-1, n.3.

% *** reported ***. CR and PR at Table VI-6.

%19 U.S.C. § 1677(24)(A)(1)(1). In this investigation, subject imports of tissue paper from China accounted for
more than three percent of the volume of all tissue paper imported into the United States in the most recent 12-month
period for which data are available preceding the filing of the petition. CR and PR at Table IVV-2. As such, we find
that subject imports of tissue paper from China are not negligible under 19 U.S. C. § 1677(24).
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injured by reason of the imports under investigation.*® In making this determination, the Commission
must consider the volume of subject imports, their effect on prices for the domestic like product, and their
impact on domestic producers of the domestic like product, but only in the context of U.S. production
operations.’® The statute defines “material injury” as “harm which is not inconsequential, immaterial, or
unimportant.”*®? In assessing whether there is a reasonable indication that the domestic industry is
materially injured by reason of subject imports, we consider all relevant economic factors that bear on the
state of the industry in the United States.®® No single factor is dispositive, and all relevant factors are
considered “within the context of the business cycle and conditions of competition that are distinctive to
the affected industry.”%*

Based on an evaluation of the relevant statutory factors, we find that there is a reasonable
indication that the domestic industry producing tissue paper is materially injured by reason of subject
imports from China.

A. Conditions of Competition

The following conditions of competition inform our analysis of whether there is a reasonable
indication of material injury by reason of the subject imports of tissue paper from China.

Demand for tissue paper appears to be affected by the demand for gift bags and retailers’ overall
retail sales.® Demand for tissue paper increases during the year-end holiday season.'® Apparent U.S.
consumption of tissue paper increased from 2.2 billion square meters in 2001, to 2.4 billion square meters
in 2002, and to 2.5 billion square meters in 2003.*"

The increase in apparent U.S. consumption of tissue paper between 2001 and 2003 was due to
increased shipments of consumer tissue paper, as shipments of bulk tissue paper declined modestly during
the same period.'® Apparent U.S. consumption of consumer tissue paper increased from *** square
meters in 2001 to *** square meters in 2002, and to *** square meters in 2003.'* Apparent U.S.
consumption of bulk tissue paper increased from *** square meters in 2001 to *** square meters in 2002,
and then decreased to *** square meters in 2003."° U.S. shipments of subject imports of consumer tissue
paper increased from *** square meters in 2001, to *** square meters in 2002, and to *** in 2003.**
U.S. shipments of subject imports of bulk tissue paper increased from *** square meters in 2001, to ***
square meters in 2002, and to *** square meters in 2003.*?

100 19 U.S.C. §§ 1671b(a) and 1673b(a).

0119 U.S.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each [such] factor . . . [a]nd explain in full its relevance to the determination.”
19 U.S.C. §1677(7)(B). See also Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

219 U.S.C. § 1677(7)(A).

198 19 U.S.C. § 1677(7)(C)(Gii).
104 19 U.S.C. § 1677(7)(C)(Gii).
195 CR at 11-3; PR at 11-2-11-3.
1% CR at I1-4, n.6; PR at 11-3, n.6
W7 CR and PR at Table 1V-3.
18 CR at 11-4; PR at 11-3.

19 CR and PR at Table C-4.
10 CR and PR at Table C-5

11 CR and PR at Table C-4.
12 CR and PR at Table C-5.
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Tissue paper is produced by integrated producers (those producers who produce jumbo rolls as
well as tissue paper) and converters. During the period examined, the major producers of tissue paper
included integrated producers, Seaman and Putney Paper, and converters, Garlock, Flower City, Eagle,
and Crystal Creative.™® Crystal Creative ceased production of tissue paper in October 2003 and now
exclusively imports subject merchandise.'** Seaman and Flower City are the only domestic producers of
tissue paper that manufacture both bulk tissue paper and consumer tissue paper.'*

Respondents argue that several domestic producers are vertically integrated, are capital intensive
and thus require continuous production. Respondents further state that Chinese producers are not capital
intensive operations. Therefore, they do not have to produce continually and they can offer more
innovative products or packaging.® We intend to explore this issue in any final phase investigation.

Domestic tissue paper production capacity was greater than total apparent U.S. consumption.
U.S. production capacity was 3.68 billion square meters in 2001, 3.84 billion square meters in 2002, and
3.79 billion square meters in 2003.*’

Nonsubject imports of tissue paper were minimal in the U.S. market in 2003. In 2003, the
nonsubject import volume was *** square meters, with a market share of *** percent.**®

The record indicates that there is a high degree of substitutability between domestic tissue paper
and the subject imports of tissue paper. Nearly two-thirds of domestic producers and two-thirds of
importers agree that the domestically produced tissue paper and subject imported tissue paper are always
or frequently interchangeable.’® Moreover, the record indicates that price is a significant factor in the
purchase of tissue paper, with few domestic producers and only a minority of importers reporting that
non-price factors are frequently or always a significant factor in purchasing decisions.*?

B. Volume of Subject Imports

Section 771(7)(C)(i) of the Act provides that the “Commission shall consider whether the volume
of imports of the merchandise, or any increase in that volume, either in absolute terms or relative to
production or consumption in the United States, is significant.”**

Subject import volume of tissue paper increased over the period examined by significant levels
both absolutely and relative to domestic consumption and production. Subject import volume increased
by *** percent from 2001 to 2003.**> The volume of subject imports increased from *** square meters in
2001 to *** square meters in 2002, and to *** square meters in 2003.'?

Subject imports’ market share dramatically increased from 2001 to 2003. U.S. shipments of
subject imports accounted for *** percent of apparent U.S. consumption (by quantity) in 2001, ***

13 CR and PR at 111-1 n.2. It appears to be uncontested that converters should be included in the domestic tissue
paper industry.

14 CR and PR at 111-1 n.2. We note that ***, Cleo Respondents’ Brief at 16. In any final phase investigation,
we intend to more closely examine the reasons why it switched to importation.

15 CR at 1-18; PR at 1-13.

118 Cleo Respondents Brief at 12-15.

17 CR and PR at Table 111-2.

118 CR and PR at Table IV-3.

1% CR and PR at Table 11-1.

120 CR and PR at Table 11-2.

12119 U.S.C. § 1677(7)(C)(i).

122 Calculated from CR and PR at Table 1V-2.
122 CR and PR at Table IV-2.
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percent in 2002, and *** percent in 2003.1** *** of the market share gained by subject imports was at the
expense of the domestic industry. Total subject imports of tissue paper were equivalent to *** percent of
U.S. production (by volume) in 2001, *** percent in 2002, and *** percent in 2003.'

We find for purposes of the preliminary phase of this investigation that subject import volume
was significant during the period examined both in absolute terms and relative to apparent U.S.
consumption and production.

C. Price Effects of the Subject Imports

Section 771(C)(ii) of the Act*® provides that, in evaluating the price effects of subject imports,
the Commission shall consider whether — (1) there has been significant price underselling by the
imported merchandise as compared with the price of domestic like products of the United States,
and (1) the effect of imports of such merchandise otherwise depresses prices to a significant
degree or prevents price increases, which otherwise would have occurred, to a significant degree.

As noted above, subject imports and the domestic like product are highly interchangeable and
price is an important factor in purchasing decisions.

The Commission collected pricing data on four tissue paper products, three of which provided
comparisons between the domestic product and the Chinese product. The data show that subject imports
undersold the domestic like product in 23 out of the 33 calendar quarters in which comparisons between
subject imports and the domestic product were possible. For product one, the Chinese product undersold
the U.S. product in eleven of twelve quarters, with margins of underselling ranging from 2.8 percent to
34.7 percent.*?” In one quarter, the Chinese product oversold the U.S. product, with a margin of 0.2
percent. For product two, the Chinese product oversold the U.S. product in six quarters, with margins
ranging from 6.5 percent to 110.2 percent. In three other quarters, the Chinese product undersold the
domestic product with margins ranging from 13.8 percent to 95.5 percent.’® For product three, in nine
quarters, the Chinese product undersold the domestic like product with margins ranging from 15.7 percent
to 30.7 percent. In the other three quarters, the Chinese product oversold the domestic product, with
margins ranging from 4.0 percent to 23.2 percent.”® For products one and three, any overselling occurred
early in the period examined.”*® For product two, subject imports’ overselling occurred more recently.
This product, however, had the smallest volumes of any of the pricing products.*** We find the

124 CR and PR at Table V-3. A large portion of subject imports of tissue paper from China were held in
inventory throughout the period examined. The volume of subject imports held in inventory was *** square meters
in 2001, *** square meters in 2002, and *** square meters in 2003. CR and PR at Table IV-2. U.S. shipments of
subject imports of consumer tissue paper accounted for *** percent of apparent U.S. consumption of consumer
tissue (by quantity) in 2001, *** percent in 2002, and *** percent in 2003. CR and PR at Table C-4. U.S.
shipments of subject imports of bulk tissue paper accounted for *** percent of apparent U.S. consumption of bulk
tissue paper (by quantity) in 2001, *** percent in 2002, and *** percent in 2003. CR and PR at Table C-5.

125 CR and PR at Table IV-2.

12619 U.S.C. § 1677(7)(C)(ii).

T CR and PR at Table V-1.

128 Memorandum INV-BB-040 at Table V-2.

129 CR and PR at Table V-3. No import prices were reported for pricing product four.
130 CR and PR at Tables V-1 and V-3.

31 Memorandum INV-BB-040 at Table V-2.
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underselling to be significant for purposes of this preliminary determination, particularly in light of the
high level of interchangeability between the domestic product and subject imports.**

Domestic prices for product one fluctuated with no clear trend.**®* For product two, domestic
prices fell sharply but subject imports generally oversold the domestic product.*** For product three,
domestic prices declined somewhat over the period, and subject imports were priced consistently lower
than domestic prices, with margins exceeding 20 percent in 2003.% For product four, domestic prices
declined somewhat, but no prices were reported for subject imports.*® We find that the record evidence
on the effect of imports on domestic prices is mixed, but that it provides some evidence of price
depression by subject imports.

Petitioners provided information on *** lost sales and lost revenue allegations.™” Commission
staff received information concerning *** of the lost sales allegations and *** lost revenue allegations.
Staff was able to confirm *** lost sales totaling *** due to lower prices of subject imports.'*®

We find for purposes of this preliminary determination that underselling has been significant and
that the record reflects some evidence of price depression.

D. Impact of the Subject Imports**

Section 771(7)(C)(iii) provides that the Commission, in examining the impact of the subject
imports on the domestic industry, “shall evaluate all relevant economic factors which have a bearing on
the state of the industry.”*° These factors include output, sales, inventories, capacity utilization, market
share, employment, wages, productivity, profits, cash flow, return on investment, ability to raise capital,
research and development, and factors affecting domestic prices. No single factor is dispositive and all
relevant factors are considered “within the context of the business cycle and conditions of competition

132 \We evaluate average unit value data with caution, because they may be affected by differences in product mix.
We note that the average unit values for U.S. shipments of domestically produced tissue paper were steady at $0.06
per square meter in 2001, 2002, and 2003. CR at I-12; PR at I-9. By comparison, the average unit values for U.S.
imports for subject imports of tissue paper from China were $*** per square meter in 2001, 2002, and 2003. The
average unit values of U.S. shipments of subject imports were $*** per square meter in 2001, $*** per square meter
in 2001, and $*** per square meter in 2003. CR at I-12, PR at 1-9, as revised by Memorandum INV-BB-040, March
31, 2004. In any final phase investigation, we will further consider prices of subject merchandise, including prices
of product imported directly by retailers.

1% CR and PR at Table V-1.
1% CR and PR at Table V-2.
1% CR and PR at Table V-3.
1% CR and PR at Table V-4.
137 Petition at Ex. 35.

%8 CR and PR at Tables V-6 and V-7. While several purchasers switched for price reasons, several purchasers
indicated that Chinese producers or importers of Chinese tissue paper were willing to be more flexible as to the type
of product shipped (including specialty items such as die-cut paper), quantities shipped, packaging, and delivery.
See also Tr. at 128-129 (Mr. Kelly); City Paper Respondents’ Brief at 18; Cleo Respondents’ Brief at 13. We intend
to explore these issues in any final phase investigation.

¥ In its notice of initiation, Commerce estimated that dumping margins for imports of tissue paper to be 163.36
percent. 69 Fed. Reg 12128 (March 15, 2004).

14019 U.S.C. § 1677(7)(C)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.”) SAA at 885.
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that are distinctive to the affected industry.”*

By most measures, the domestic industry’s condition worsened over the period examined despite
increasing apparent U.S. consumption. The quantity and total value of domestic shipments decreased
overall during the period examined.**> At the same time, the domestic producers’ market share decreased
from 91.3 percent in 2001, to 86.6 percent in 2002, and to 66.1 percent in 2003.2** Domestic capacity
increased during the period examined, from 3.7 billion square meters in 2001, to 3.8 billion square meters
in 2002 and 2003.*** Domestic production increased from 2.0 billion square meters in 2001 to 2.2 billion
square meters in 2002, and then declined to 1.7 billion square meters in 2003. Domestic capacity
utilization rates fell overall: from 55.9 percent in 2001, utilization increased slightly to 57.2 percent in
2002, and then decreased to 45.4 percent in 2003,* even as shipments of subject import volumes
increased over 300 percent over the same period. The number of workers fell between 2001 to 2003, and
total wages paid also declined.™

The domestic industry’s financial indicators worsened substantially over the period examined.
Net sales values decreased along with net sales quantities from 2001 to 2003.**" The domestic industry
experienced deteriorating profitability from 2001 to 2003; operating income fell from $7.9 million in
2001 to $4.7 million in 2002, and to $3.4 million in 2003, a decline of over 50 percent.*® The domestic
industry’s operating income as a ratio of net sales fell from 6.5 percent of sales in 2001, to 4.0 percent in
2002, and to 3.8 percent in 2003.*° The domestic industry’s capital expenditures decreased from $1.9
million in 2001 to $1.4 million in 2002, and to $997,000 in 2003.1 5!

As discussed above, we find both the volume of subject imports and the underselling of the
subject imports to be significant. As subject imports captured significant market share and may have
depressed U.S. prices, U.S. producers’ sales quantities and values declined contributing to lower
operating income and profitability. We find a reasonable indication that subject imports have had a
significant negative impact on the condition of the domestic industry during the period examined.

1119 U.S.C. § 1677(7)(C)(iii); see also SAA at 851, 885; Live Cattle from Canada and Mexico, Inv. Nos. 701-
TA-386, 731-TA-812-813 (Preliminary), USITC Pub. 3155 at 25 n.148 (Feb. 1999).

142 U.S. shipments by quantity increased slightly from 2.0 billion square meters in 2001 to 2.1 billion square
meters in 2002 but then decreased to 1.7 billion square meters in 2003. U.S. shipments by value increased slightly
from $116 million in 2003 to $118 million in 2002, and decreased to $92 million in 2003. CR and PR at Table I11-2.

143 CR and PR at Table IV-3.
144 CR and PR at Table 111-2
145 CR and PR at Table 111-2.
146 CR and PR at Table 111-4.
147 CR and PR at Table VI-1.
148 CR and PR at Table VI-1.
1% CR and PR at Table VI-1.

1% CR and PR at Table VI-4. We note that some of the decrease in the quantity and value of the domestic
producers’ shipments is attributable to reduced sales by ***. Similarly, *** diminished operating income in 2002
also contributed to the reduction in the level of the operating income for the domestic industry as a whole. In 2003,
however, *** experienced reduced operating losses, while the domestic industry experienced decreasing operating
income. We further note that if *** data were excluded from the aggregate data for domestic industry, the operating
profits as a ratio to net sales would still decline, from *** percent in 2001, to *** percent in 2002, and to *** percent
in 2003. CR at VI-5; PR at VVI-1. In any final phase of the investigation, we plan to examine further the impact of
*** departure from the industry on the domestic industry’s performance.

%1 None of the domestic producers reported research and development expenditures.
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VI. REASONABLE INDICATION OF MATERIAL INJURY BY REASON OF ALLEGEDLY
LESS THAN FAIR VALUE IMPORTS OF CREPE PAPER **

Based on an evaluation of the relevant statutory factors, we find that there is a reasonable
indication that the domestic industry producing crepe paper is materially injured by reason of subject
imports from China.

A. Conditions of Competition

The following conditions of competition inform our analysis of whether there is a reasonable
indication of material injury by reason of the subject imports of crepe paper.

Demand for crepe paper as measured by apparent U.S. consumption declined overall during the
period examined. Apparent U.S. consumption for crepe paper increased from *** square meters in 2001
to *** square meters in 2002, but then declined to *** square meters in 2003.>* Respondents attribute
the decline in demand to the introduction of substitute products such as banners, paper or foiled garlands,
and plastic streamers.*>*

Crepe paper is produced by integrated producers (those who produce jumbo rolls as well as
finished crepe paper) and converters. During the period examined, the major producers of crepe paper
were Seaman and American Crepe, integrated producers, and Cindus, a converter.**

Throughout the period examined, domestic production capacity for crepe paper was more than
double total apparent U.S. consumption. U.S. crepe paper production capacity was steady at *** square
meters in 2001, 2002, and 2003.%%

Nonsubject imports of crepe paper were present in the U.S. market in small quantities in 2002 and
2003. U.S. shipments of nonsubject imports of crepe paper were *** square meters in 2002, decreasing
slightly to *** square meters in 2003.*" Nonsubject import market share was *** percent in 2002 and
*** percent in 2003.*®

The record indicates that there is a high degree of substitutability between domestic crepe paper
and the subject imports of crepe paper. Nearly two-thirds of domestic producers and almost all importers
agree that the domestically produced crepe paper and subject crepe paper are always or frequently
interchangeable.”® Moreover, the record indicates that price is a significant factor in the purchase of
crepe paper, with few producers and only a minority of importers reporting that non-price factors are
frequently or always a significant factor in purchasing decisions.*®

B. Volume of Subject Imports

15219 U.S.C. § 1677(24)(A)(1)(I). In this investigation, subject imports of crepe paper from China accounted for
more than three percent of the volume of all tissue paper imported into the United States in the most recent 12-month
period for which data are available preceding the filing of the petition. CR and PR at Table IVV-4. As such, we find
that subject imports of tissue paper from China are not negligible under 19 U.S. C. 8 1677(24).

18 CR and PR at Table I1V-5.
1% T, at 146.

1% CRat IV-1 &n.2; PR at IV-1 & n.2. It appears to be uncontested that converters should be included in the
domestic crepe paper industry.

1% CR and PR at Table I11-5.

%7 CR and PR at Table IV-5.

1% CR and PR at Table IV-5.

1% CR and PR at Table 11-1; Producer and Importer Questionnaire Responses.
%0 CR and PR at Table 11-2.
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Section 771(7)(C)(i) of the Act provides that the “Commission shall consider whether the volume
of imports of the merchandise, or any increase in that volume, either in absolute terms or relative to
production or consumption in the United States, is significant.”®

Subject import volume of crepe paper increased over the period examined by significant levels
both absolutely and relative to domestic consumption and production. Subject import volume increased
by *** percent from 2001 to 2003.%%> The volume of subject imports increased from *** square meters in
2001 to *** square meters in 2002, and to *** square meters in 2003.'%

Subject imports’ market share dramatically increased from 2001 to 2003. All of the market share
gained by subject imports came at the expense of domestic industry. U.S. shipments of subject imports
accounted for *** percent of apparent U.S. consumption (by quantity) in 2001, *** percent in 2002, and
*** percent in 2003.1% Total subject imports of crepe paper were equivalent to *** percent of U.S.
production (by quantity) in 2001, *** percent in 2002, and *** percent in 2003.'%

We find for purposes of the preliminary phase of this investigation that subject import volume
was significant during the period examined both in absolute terms and relative to apparent U.S.
consumption and production.

C. Price Effects of the Subject Imports

As noted above, subject imports and the domestic like product are highly interchangeable and
price is an important factor in purchasing decisions.

The Commission collected quarterly pricing data from producers and importers on a standard
crepe paper product. In the first seven quarters of 2001 and 2002, the Chinese product oversold the U.S.
product, with margins ranging from 0.3 percent to 52.3 percent.*® In the five most recent quarters of
2002-2003, however, the Chinese product undersold the U.S. product, with margins ranging from 5.0
percent to 17.1 percent.'®’

Domestic prices increased modestly between 2001 and 2002, but generally fluctuated downward
from 2002 to 2003 to a level that was approximately 5 percent to 10 percent below 2001 prices.*®®

18119 U.S.C. § 1677(7)(C)(i).

182 Calculated from CR and PR at Table 1V-4.
182 CR and PR at Table IV-4.

184 CR and PR at Table IV-5.

185 CR and at Table I\V-4.

166 CR and PR at Table V-5. We evaluate average unit value data with caution, because they may be affected by
differences in product mix. We note that the average unit values for U.S. shipments of domestically produced crepe
paper were $*** per square meter in 2001, 2002, and 2003. CR at I-15; PR at I-11. By comparison, the average unit
values for U.S. imports for subject imports of crepe paper from China were $*** per square meter in 2001, $*** per
square meter 2002, and $*** per square meter 2003. CR at I-15; PR at I-11. The average unit values of U.S.
shipments of subject imports were $*** per square meter in 2001, $*** per square meter in 2001, and $*** per
square meter in 2003. CR at I-15; PR at I-11. From 2001 to 2002, the average selling price of domestically
produced crepe paper, declined by slightly more than the decline in the average of cost of goods sold. CR at VI-8;
PR at VI-5. From 2002 to 2003, the average selling price of the domestic product decreased while the average cost
of goods sold increased. CR at VI-8; PR at VVI-5. We note that certain retailers may directly import subject
merchandise from China. In any final phase investigation, we will collect and analyze further prices of subject
merchandise imported directly by retailers.

67 CR and PR at Table V-5.
188 CR and PR at Table V-5.
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Chinese import prices plummeted beginning in early 2002, following an increase in the volume of subject
imports.

Based on the record in the preliminary phase of this investigation, and in light of our finding of a
significant volume of subject imports, the high level of substitutability of the subject imports and
domestic product, and declining domestic prices, we find that subject imports have depressed domestic
prices to a significant degree.

D. Impact of the Subject Imports 17

By most measures, the domestic industry’s condition worsened over the period examined. The
guantity and total value of domestic shipments decreased from 2001 to 2003, outpacing the decline in
apparent U.S. consumption.*”* The domestic producers’ market share decreased from *** percent in
2001, to *** percent in 2002, and to *** percent in 2003.”> Domestic production capacity remained
steady at *** square meters in 2001, 2002, and 2003. At the same time, domestic production decreased
from *** square meters in 2001, to *** square meters in 2002, and to *** square meters in 2003.1"
Domestic capacity utilization rates fell from *** percent in 2001 to *** percent in 2002, and then to ***
percent in 2003."* The number of workers as well as total wages declined from 2001 to 2003.*"

The domestic industry’s financial indicators worsened substantially over the period examined.
Net sales values decreased from 2001 to 2003.1® The domestic industry experienced deteriorating
profitability from 2001 to 2003; operating income fell from $*** in 2001 to $*** in 2002, and to a *** of
$*** in 2003."" The domestic industry’s operating profits as a ratio to net sales fell from *** percent in
2001, to *** percent in 2002, and to *** percent in 2003."® The domestic industry’s capital expenditures
decreased from $*** in 2001 to $*** in 2002, then increased *** to $*** in 2003.1"

As discussed above, we find both the volume of subject imports and the negative price effects of
the subject imports to be significant. In light of the significant volume and negative price effects of
subject imports and the worsening condition of the domestic industry, we find a reasonable indication that
subject imports have had a significant negative impact on the condition of the domestic industry.

CONCLUSION

For the reasons stated above, we determine that there is a reasonable indication that an industry
in the United States is materially injured by reason of subject imports of certain tissue paper from China
allegedly sold in the United States at less than fair value. We also determine that there is a reasonable

189 CR and PR at Tables V-5, 1V-4.

70 In its notice of initiation, Commerce estimated that dumping margins for imports of crepe paper to be 266.83
percent. 69 Fed. Reg 12128 (March 15, 2004).

1 CR and PR at Table IV-5.

12 CR and PR at Table IV-5.

17 CR and PR at Table C-2.

174 CR and PR at Table I11-3.

1% CR and PR at Table 111-7.

176 CR and PR at Table VI-5.

17 CR and PR at Table VI-5.

%8 CR and PR at Table VI-5.

1% CR and PR at Table VI-8. None of the domestic producers reported research and development expenditures.
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indication that an industry in the United States is materially injured by reason of subject imports of certain
crepe paper from China allegedly sold in the United States at less than fair value.
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PART I: INTRODUCTION

BACKGROUND

This investigation results from a petition filed by Seaman Paper Company of Massachusetts, Inc.
(“Seaman™); American Crepe Corporation (“American Crepe”); Eagle Tissue LLC (“Eagle”); Flower City
Tissue Mills Co. (“Flower City”); Garlock Printing & Converting, Inc. (“Garlock™); Paper Service Ltd.
(“Paper Service”); Putney Paper Co., Ltd. (“Putney”); and the Paper, Allied-Industrial, Chemical and
Energy Workers International Union AFL-CIO, CLC (“PACE”) (collectively “Petitioners”) on February
17, 2004, alleging that industries in the United States are materially injured and threatened with material
injury by reason of less-than-fair-value (LTFV) imports of certain tissue paper products and crepe paper
products from China.! Information relating to the background of the investigation is presented below.?

Date Action

February 17,2004 .. Petition filed with Commerce and the Commission; institution of
Commission investigation (69 FR 8232, February 23, 2004)

March 9, 2004 ..... Commission’s conference®

March 15,2004 .... Commerce’s notice of initiation (69 FR 12128)

April 1,2004 ...... Scheduled date for the Commission’s vote

April 2,2004 ...... Commission determination due to Commerce

PREVIOUS AND RELATED INVESTIGATIONS

The Commission has not previously conducted antidumping or countervailing duty investigations
concerning tissue paper or crepe paper. In 2001, the Commission conducted an investigation on folding
gift boxes from China, issuing a final affirmative determination in December of that year.*

ORGANIZATION OF THE REPORT

Information on the subject merchandise, alleged dumping margins, and the domestic like product
is presented in Part 1. Information on conditions of competition and other economic factors is presented
in Part 1. Information on the condition of the U.S. industries, including data on capacity, production,
shipments, inventories, and employment, is presented in Part I11. Information on the volume of imports of
the subject merchandise, apparent U.S. consumption, and market shares is presented in Part IV. Part V
presents data on prices in the U.S. market. Part VI presents information on the financial experience of
U.S. producers. Information on the subject country foreign producers and U.S. importers’ inventories is
presented in Part VII.

! The merchandise subject to this investigation, certain tissue paper and crepe paper, is described in the section
entitled The Subject Products in Part | of this report.

2 Federal Register notices cited in the tabulation are presented in app. A.
® A list of witnesses appearing at the conference is presented in app. B.
* Folding Gift Boxes from China, Inv. No. 731-TA-921 (Final), USITC Pub. 3480 (December 2001).
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SUMMARY OF DATA PRESENTED IN THE REPORT

A summary of data collected in the investigation is presented in appendix C, tables C-1 through
C-8. Except as noted, U.S. industry data are based on questionnaire responses of 11 firms that accounted
for nearly all of U.S. production of certain tissue paper products and crepe paper products during 2003.
U.S. imports are based on questionnaire data.

THE NATURE AND EXTENT OF ALLEGED SALES AT LTFV

On March 15, 2004, Commerce published its notice of initiation in the Federal Register. Based
on petitioners” comparisons of export price to normal value, the estimated dumping margin for tissue
paper is 163.36 percent and the estimated dumping margin for crepe paper is 266.83 percent.
Commerce’s anticipated period of investigation for both certain tissue paper products and certain crepe
paper products is July 1, 2003 through December 31, 2003.°

SUMMARY OF MARKET PARTICIPANTS

The domestic industry producing certain tissue paper consists of 16 companies, the largest of
which are ***. At least 30 U.S. companies are known to import certain tissue paper from China,
including six companies that currently or formerly produced certain tissue paper domestically. The
largest importers are ***. There are few known importers of certain tissue paper from countries other
than China. The largest purchasers of certain tissue paper include TJ Maxx and May Department Stores,
both of which purchase the product in bulk for wrapping merchandise purchased by their customers
(“bulk” tissue paper), and Wal-Mart and Target, both of which purchase folded tissue paper for sale to
consumers (“consumer” tissue paper).®

The domestic industry producing certain crepe paper consists of four companies, the largest of
which are ***. At least 10 U.S. companies are known to import certain crepe paper from China, two of
which, *** currently produce certain crepe paper domestically. The largest importers are ***. There are
virtually no known importers of certain crepe paper from countries other than China. The largest
purchasers of certain crepe paper include ***.’

THE SUBJECT PRODUCTS
Commerce’s Scope

Commerce instituted two separate investigations of the subject merchandise. The products
covered by these two investigations are: (1) certain tissue paper products, and (2) certain crepe paper
products from China. Commerce has defined these products as follows:

The tissue paper products subject to investigation are cut-to-length sheets of tissue
paper having a basis weight not exceeding 29 grams per square meter. Tissue paper
products subject to this investigation may or may not be bleached, dye-colored,
surface-colored, glazed, surface decorated or printed, sequined, crinkled, embossed,
and/or die cut. The tissue paper subject to this investigation is in the form of

® See 69 FR 12128, March 15, 2004.

® Petition, p. 12. The petition identifies 12 additional companies that purchase substantial volumes of tissue
paper: ***, Petition, exhibit 9.

" Petition, exhibit 35; questionnaire responses of ***, question IV-C, p. 22.
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cut-to-length sheets of tissue paper with a width equal to or greater than one-half

(0.5) inch. Subiject tissue paper may be flat or folded, and may be packaged by banding
or wrapping with paper or film, by placing in plastic or film bags, and/or by placing in
boxes for distribution and use by the ultimate consumer. Packages of tissue paper subject
to this investigation may consist solely of tissue paper of one color and/or style, or may
contain multiple colors and/or styles. Excluded from the scope of the investigation are
the following tissue paper products: (1) tissue paper products that are coated in wax,
paraffin, or polymers, of a kind used in floral and food service applications; (2) tissue
paper products that have been perforated, embossed, or die-cut to the shape of a toilet
seat, i.e., disposable sanitary covers for toilet seats; (3) toilet or facial tissue stock, towel
or napkin stock, paper of a kind used for household or sanitary purposes, cellulose
wadding, and webs of cellulose fibers (HTS 4803.00.20.00 and 4803.00.40.00).

The crepe paper products subject to investigation have a basis weight not exceeding 29
grams per square meter prior to being creped and, if appropriate, flameproofed. Crepe
paper has a finely wrinkled surface texture and typically but not exclusively is treated to
be flame-retardant. Crepe paper is typically but not exclusively produced as streamers in
roll form and packaged in plastic bags. Crepe paper may or may not be bleached,
dye-colored, surface-colored, surface decorated or printed, glazed, sequined, embossed,
die-cut, and/or flame-retardant. Subject crepe paper may be rolled, flat or folded, and
may be packaged by banding or wrapping with paper, by placing in plastic bags, and/or
by placing in boxes for distribution and use by the ultimate consumer. Packages of crepe
paper subject to this investigation may consist solely of crepe paper of one color and/or
style, or may contain multiple colors and/or styles.?

U.S. Tariff Treatment

As noted in Commerce’s scope, tissue paper products subject to this investigation do not have
separate tariff treatment in the Harmonized Tariff Schedule of the United States (“HTSUS”) and appear to
be imported under one or more of the several different residual or “basket” categories, including but not
necessarily limited to the following HTSUS subheadings: 4802.30, 4802.54, 4802.61, 4802.62, 4802.69,
4804.39, 4806.40, 4808.30, 4808.90, 4811.90, 4823.90, and 9505.90.40. As such, certain tissue paper
products from China enter the United States free of duty under the general or normal trade relations
column of the HTSUS.

Similarly, crepe paper products subject to this investigation do not have distinct tariff or statistical
categories assigned to them under the HTSUS and likewise appear to be imported under one or more of
the several different “basket” categories, including but not necessarily limited to the following HTSUS
subheadings: 4802.30, 4802.54, 4802.61, 4802.62, 4802.69, 4804.39, 4806.40, 4808.30, 4808.90,
4811.90, 4823.90, and 9505.90.40. As such, certain crepe paper products from China enter the United
States free of duty at normal trade relations rates.

8 Tariff treatment of these products is presented in the next section of this report. Although the HTSUS
subheadings are provided for convenience and customs purposes, the written description of the scope is dispositive.
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General

The tissue paper and crepe paper products subject to this investigation are produced from flat
tissue paper,® rather than dry creped tissue paper such as that used for sanitary and other household
purposes.’® The term “tissue paper” refers to a class of lightweight paper that generally exhibits a
gauze-like, fairly transparent character and that has a basis weight' of less than 29 grams per square
meter (18 pounds per 3,000 square feet).*> The key performance characteristics of the subject tissue and
crepe paper products include appearance, strength, and durability.** The principal upstream product for
the subject tissue and crepe paper products is flat tissue paper in rolls, often referred to as “jumbo rolls.”

Certain Tissue Paper Products
Physical Characteristics and Uses

As noted in Commerce’s scope, certain tissue paper products are cut-to-length sheets that may be
colored, decorated, or customized in a variety of ways and that are sold either flat or folded. Although
certain tissue paper is available in dozens of different colors and both standard and custom printed
designs, white tissue paper is a large part of the U.S. market.** The industry recognizes four different
grades of white tissue based on the whiteness and brightness of the tissue paper.® In-scope tissue paper
generally is used for internal wrapping within a box or bag and decorative purposes.’® Lower grades of
white tissue paper have little decorative value and are used principally as dunnage to stuff items such as
shoes and handbags."’

Certain tissue paper products are available in an array of packaging options; format, sheet count,
sheet size, and package size all vary.®® “Bulk” tissue paper usually is sold to retail businesses, generally

® Flat tissue paper is not creped during the paper making process. ***, interview by USITC Staff, ***, Feb. 27,
2004, and “3.10 Tissue Grades,” found at http://www.paperloop.com/toolkit/paperhelp/3_10.shtml and retrieved on
Mar. 8, 2004.

10 This includes tissue papers used for toilet or facial tissue, towels, napkins, and other similar uses.

U1 Basis weight is a traditional measure of the weight of paper, expressed as the weight in pounds of a ream of
paper (traditionally 500 24-inch by 36-inch sheets). Therefore, the basis is 3,000 square feet (6 square feet per sheet
times 500 sheets). However, for certain types of paper, including tissue, 480-sheet reams have become the accepted
industry standard, thus confusing comparisons of paper weights. For the purposes of this section, basis weights
reflect a basis of 3,000 square feet. Metric paper weights are expressed in terms of grams per square meter.

12 The Dictionary of Paper, American Paper Institute, 4™ ed., (Philadelphia: Winchell, 1980), p. 419.
13 Petition, pp. 5, 30.

14 Conference Transcript, testimony of William Shafer, president, Flower City, p. 26; testimony of George Jones,
president, Seaman, p. 64; and testimony of Robert Moreland, president, Standard Quality, p. 186.

1% White tissue grades range in color and brightness from the whitest sheet (no. 1) through off-white shades to a
light grey (no. 4). Brightness is measured relative to a known standard and expressed as a percentage of that
standard. Consumer tissue paper requires a brightness of 80 or greater. Conference Transcript, testimony of Robert
Moreland, president, Standard Quality, pp. 186-187; testimony of Sheldon Freeman, product manager, Wego, p. 186;
testimony of Andrew Kelly, president, Cleo, p. 191; and “2.6.1 Brightness,” found at
http://www.paperloop.com/toolkit/paperhelp/2 6 1.shtml and retrieved on Mar. 12, 2004.

18 petition, p. 5.

17 Conference Transcript, testimony of Sheldon Freeman, product manager, Wego, p. 187.

18 %** interview by USITC Staff, ***, Feb. 27, 2004.
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in reams (480 sheets), which are packaged in plastic bags either as flat sheets or quire-folded sheets.*®
Low grades of white tissue paper may not be packaged in plastic or counted. Instead, the paper is
weighed, packed directly in corrugated containers, and sold in 38-pound boxes.”® Tissue folds, which
generally are consumer products (and hence may be referred to as “consumer” tissue paper), commonly
are sold in smaller quantities (e.g, 5 to 40 sheets).?* Seasonal tissue folds, however, reportedly have
higher sheet counts (e.g., 90 to 120 sheets) than every-day consumer tissue paper packages.??” Common
sheet sizes for certain tissue paper products include 20 inches x 20 inches, 20 inches x 24 inches, 20
inches x 26 inches, and 20 inches x 30 inches.® As with reams, the format of the tissue fold varies.
Common formats include 4 inch x 10 inch, 4 inch x 20 inch, and 8 inch x 20 inch packages.?* The size of
the package is not indicative of the size of the sheet, which may be the same across different package
formats. Tissue folds usually are packaged either in plastic or banded,?® but the outer sheet of tissue may
be printed as the wrapper.?® The sheet count of another package format, the club pack, usually falls
between tissue folds and reams (120 to 400 sheets).?” Club packs may be either flat or folded and
generally are sold to shoppers club retailers (warehouse stores).?

Special tissue packages include stepped folds (assortment packs folded so that the consumer can
see all of the colors or designs in the package)? and combination packs (which also may include such
items as mylar, fabric, non-woven, or poly sheets).*® Specialty tissue papers may be dip-dyed,* die-cut,*
handmade,*® hot-stamped with shiny designs,* or spot-glitter printed.®* While conference testimony by
respondents suggested that certain tissue paper from China may be available in product combinations
(e.q., die-cut or hot-stamped) and packaging options (e.g., re-sealable “poly” bags) that are not offered by

1° Reportedly, regional market preferences vary; the East Coast prefers flat reams, and the West Coast prefers
quire-folded reams. *** interview by USITC Staff, ***, Feb. 27, 2004.

20 Conference Transcript, testimony of Robert Moreland, president, Standard Quality, p. 200.
2! Conference Transcript, testimony of Andrew Kelly, president, Cleo, p. 121.

22 Industry officials described seasonal tissue as that which is decorated with holiday motifs or traditional holiday
colors (e.g., red and green), and every-day tissue as that which is white or decorated in generic designs or colors.
***interview by USITC Staff, ***, Feb. 27, 2004.

28 Conference Transcript, testimony of Ted Tepe, vice president consumer products, Seaman, p. 114.
2 Conference Transcript, testimony of Andrew Kelly, president, Cleo, p. 122.

% Conference Transcript, testimony of Bonita Rooney, senior buyer, Target Stores, p. 133.

2% #*x interview by USITC Staff, ***, Feb. 27, 2004.

27 Respondents Cleo’s and Crystal Creative’s Postconference Brief, p. 4.

28 %** interview by USITC Staff, ***, Feb. 27, 2004.

29 #%* interview by USITC Staff, ***, Feb. 27, 2004.

% Conference Transcript, testimony of Andrew Kelly, president, Cleo, p. 123.

%1 Dip-dyed tissue paper is not colorfast and is used for arts and craft end uses. ***, interview by USITC Staff,
*** Feb. 27, 2004.

%2 Die-cut tissue paper may have scalloped edges or a regular pattern of small cut-out designs or shapes.
% Conference Transcript, testimony of Bonita Rooney, senior buyer, Target Stores, p. 139.

% Conference Transcript, testimony of Andrew Kelly, president, Cleo, p. 123.

% Respondents Cleo’s and Crystal Creative’s Postconference Brief, p. 5.
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the more automated domestic industry,* testimony from U.S. producers stressed advanced dyeing and
printing capabilities and noted the introduction and limited continued production of die-cut tissue.*

Manufacturing Facilities and Production Employees

The domestic industry producing certain tissue paper products is believed to include some
16 firms, ***, Seaman, also produces certain crepe paper, albeit using a distinct process and with different
equipment.® Because the U.S. paper mills that make certain tissue paper products do not have integrated
pulp mills,* they rely of purchases of market pulp.”> Wood pulp, recycled fiber, and water are put into a
repulper (essentially a very large blender) along with dyes and chemical additives.** A revolving agitator
in the repulper stirs the mixture thereby separating the pulp and/or waste paper into their constituent
fibers. Next, refiners clean and condition the pulp slurry before it is pumped to storage chests to await
delivery to the paper machine.

The firms in the U.S. industry with paper mills operate or have recently operated approximately
17 paper machines* (13 fourdrinier and 4 cylinder machines),* which have an average width of
96 inches. Regardless of the type of paper machine, a thin sheet (web) of pulp is formed in a continuous
process. Water drains from the sheet as it is formed and conveyed to the press section. The press forms
the sheet and squeezes out more water, after which the sheet enters the drier (either a conventional or
Yankee drier).* * As the paper exits the drier, it is wound onto a large reel. Once filled, the reel is

% Conference Transcript, testimony of Andrew Kelly, president, Cleo, pp. 128-129.

%7 Conference Transcript, testimony of George Jones, president, Seaman, pp. 73-74, and testimony of Ted Tepe,
vice president consumer products, Seaman, pp. 74-75.

% Conference Transcript, testimony of George Jones, president, Seaman, p. 22.
% Lockwood-Post’s Directory 2000.

“0 Fiber comes from wood pulp, waste paper (i.e., recycled fiber) or a combination of both depending on the
grade. Lower grades may be made entirely from post-consumer recycled fiber. Conference Transcript, testimony of
Robert Moreland, president, Standard Quality, p. 186. Pre-consumer recycled fiber may be used to avoid the
contaminants in post-consumer recycled fiber. Wood pulp is necessary to achieve the required strength in tissue
papers and is principally bleached, softwood kraft, which has relatively long fibers. “Kraft” denotes the chemical
process (a.k.a. sulfate) by which the wood is pulped and is the most important chemical pulp because of its strength.

! The tissue paper made from dyed pulp is colorfast, which is a key performance specification. ***, interview by
USITC Staff, ***, Feb. 27, 2004. Chemical additives include whiteners, fixatives, and sulphuric acid. Petition, p.
10.

“2 Lockwood-Post’s Directory 2000.

¢ Named for the Frenchman who helped popularize the design, fourdriniers have a continuous loop of bronze
mesh screen, called the “wire.” Typically, the wire is looped horizontally around rollers at both ends. As the wire
revolves, pulp is spread across one end of the wire. Water drains through the wire as it advances thereby forming
the sheet (web), which is removed from the other end as it enters the press. In this fashion, a continuous sheet of
paper is formed. Cylinder machines are so called because the sheet (web) is formed on the surface of a large,
rotating cylinder that is partially submerged in a vat containing the pulp. The sheet is picked off the cylinder by a
rotating felt and conveyed to the press section.

“ A conventional drier has two or more tiers of steam-heated cylinders (30 to 60 inches in diameter), and the
paper passes over and under successive cylinders. The result is an unburnished finish (machine finish or MF). A
Yankee drier consists of one large, steam-heated cylinder (9 to 15 feet in diameter) and is effective in drying
lightweight papers. The cylinder is polished, and the resulting paper has a hard, smooth finish (especially suited for
tissue paper to be printed with intricate designs). “11.8.8 MG (Yankee) and Related Dryers,” found at
http://www.paperloop.com/tollkit/paperhelp/11 8 8 key.shtml and retrieved Mar. 8, 2004; *** interview by USITC

(continued...)
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hoisted by an overhead crane to a winder that is in line with the back end of the paper machine. The
winder unwinds the reel, slits the sheet to the appropriate width, and rewinds the sheet onto paperboard
cores. The resulting jumbo rolls are wrapped with kraft paper or shrink wrap for protection during
transit.*® Roll diameters and widths vary depending on the attributes of the converting equipment for
which the paper is intended.*” If necessary, tissue paper (and crepe paper) products are printed on high
speed, multi-color, web-fed (rotary), flexographic presses.”® Modern presses yield intricate graphic
designs and greatly increase manufacturers’ printing capacity.” Customers may have their own seasonal
designs, and their tissue purchases may become part of a coordinated product line.*

Jumbo rolls are the principal upstream product for the converting operations that produce certain
tissue paper products. Jumbo rolls intended for bulk and consumer tissue paper may be produced from
the same reel of tissue paper. Bulk and consumer tissue paper often are printed on the same presses® and
typically share the same basic converting process,* which includes sheeting, folding, and packaging.
Because tissue paper is lightweight and lacks stiffness, it is not possible to cut individual sheets.>
Therefore, converting lines have multiple back stands (i.e., roll stands),* and multiple sheets (commonly
10 or 24 sheets) are converted simultaneously to ensure that the web has enough rigidity to feed
properly. Electric charges may be imparted to the sheets in order to “pin” them together.*® Generally,
sheeters are rotary knives that cut the tissue paper at regular intervals as the web advances through the
machine. Wider sheeters may also slit the web longitudinally in addition to the perpendicular cuts being
made by the rotary knife. Guillotines also are used to cut large quantities of sheets to size at one time.

Production of tissue folds requires the paper be folded in two directions, both parallel and
perpendicular to the direction of the machine. On a particular converting line, the folding equipment may

# (...continued)
Staff, *** Feb. 27, 2004.

> To produce dry creped tissue paper a doctor blade must be mounted on the back side of the Yankee drier. The
sheet is crowded against the doctor blade as it is removed from the drier, thereby creping the sheet and improving its
softness, a fundamental feature of sanitary tissue and toweling stock. Sloan, James H., “How to maximize the dry
crepe process,” Tappi Journal, Aug. 1994, p. 298.

6 The meaning of the term, "jumbo roll," varies across the paper industry but in this context means nothing more
than a roll of tissue paper as it comes off the back end of the winder. One traditional meaning of the term, “jumbo
roll,” is a roll greater than 24 inches in diameter and weighing more than 500 Ibs. In the packaging and printing
industries, corrugators and printing presses have grown in size, often exceeding 100 inches in width. Therefore, the
term now refers to rolls of paper that are 100 inches or more in width.

" The diameter (24 to 40 inches) and the width of a jumbo roll vary depending on the height of the back stands
(i.e., rolls stands) and width of the converting equipment. ***, interview by USITC Staff, ***, Feb. 27, 2004.

48 %% interview by USITC Staff, ***, Feb. 27, 2004.

9 Flexographic presses have raised rubber plates (analogous to a rubber stamp) from which ink is transferred to
paper. Modern printing presses utilize features such as laser manufacturing of printing plates and automatic
registration. Presses can be monitored remotely by the manufacturer to ensure peak operating condition. Richter,
Jochen, “Flexo Printing Keeps Advancing,” Official Board Markets, Vol. 79, No. 36, Sep. 6, 2003, p. 1, and ***,
interview by USITC Staff, ***, Feb. 27, 2004.

80 #*x interview by USITC Staff, ***, Feb. 27, 2004.

51 Respondents Cleo’s and Crystal Creative’s Postconference Brief, p. 7.

52 Petition, p. 31.

53 #+* interview by USITC Staff, ***, Feb. 27, 2004.

% Conference Transcript, testimony of George Jones, president, Seaman, p. 20.

% Twenty-four sheets equals a quire (one twentieth of a ream) based on a 480 sheet ream.
% *** interview by USITC Staff, ***, Feb. 27, 2004.
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be interspersed with the sheeting equipment. Folds made parallel to the machine flow are made before
sheeting while the paper is still a continuous web. Then, the folded web is cut with a rotary sheeter as
described above. Once cut to size, the sheets are folded perpendicular to machine flow by a tucker;
additional tucks may be made depending on the size of the package.”” Stepped folds are made by
offsetting different colored rolls by 1 inch on the roll stands. The offset is maintained throughout folding
and sheeting, and once packaged, the different colors can be seen through the package.*®

Once sheeting and folding are complete, tissue paper may be packaged in a variety of ways. Ina
continuous process, form, fill, and seal equipment automatically wraps a tissue fold in plastic film and
seals the ends of each package. A three step process is used for preformed plastic bags. A jet of air opens
the mouth of the bag, the tissue fold is inserted, and the open end is sealed. Larger, hard to handle
products (e.g., flat and quire-folded reams) may be packaged in plastic wrap using "L" bagger equipment,
which requires more manual labor to insert the product and seal the bag. If necessary, a certain number of
individual packages may be further packed in wholesale bags, which help the distributors control their
shipments and quantities. Finally, the individual packages or wholesale packages are packed manually
into corrugated containers for shipping.

Interchangeability and Customer and Producer Perceptions

As discussed in greater detail in Part 11 of the staff report, certain tissue paper potentially faces
several substitute products. Certain crepe paper, however, is not considered by either U.S. producers or
U.S. importers to be one of those substitute products, nor are various forms of dry creped tissue paper
(e.g., sanitary and other household tissue paper).

Notwithstanding reportedly greater U.S. sales of certain specialty forms of consumer tissue paper
from China, domestically produced tissue paper and tissue paper from China appear to be largely
interchangeable. Both U.S. producers and U.S. importers reportedly perceive certain tissue paper
produced in the United States and in China to be “always” or “frequently” interchangeable.>®

Channels of Distribution

According to the petition, certain tissue paper products are sold through both distributors and
retailers.”® Questionnaire responses indicate that, with respect to domestically produced certain tissue
paper products, 64 percent of U.S. shipments in 2003 were made through distributors and 36 percent were
made directly to retailers (with very minor shipments directly to final consumers). With respect to certain
tissue paper products from China, questionnaire responses indicate that 10 percent of U.S. shipments in
2003 were made through distributors, 86 percent were made directly to retailers, and 4 percent were made
directly to final consumers.®

57 Conference Transcript, testimony of George Jones, president, Seaman, p. 117.
58 *xx interview by USITC Staff, ***, Feb. 27, 2004.

% For additional details on interchangeability and customer and producer perceptions, please see Part 11, “Supply
and Demand Considerations” and “Substitutability Issues.”

% petition, p. 31.

81 For additional details on channels of distribution, please see Part 11, “Channels of Distribution and Market
Segmentation.”
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Price

Price data collected by the Commission for certain tissue paper and crepe paper products appear
in Part V of this report. These data suggest that certain tissue paper products frequently are sold in the
United States at substantially lower prices (based on area) than are certain crepe paper products.

Specific price comparisons for comparable domestic and imported products are presented in
Part V. In the aggregate, the average unit values for U.S. shipments of domestically produced certain
tissue paper products were $0.06 per square meter in 2001, $0.06 in 2002, and $0.06 in 2003. By
comparison, the average unit values for U.S. imports of certain tissue paper products from China were
$0.03 per square meter in 2001, $0.03 in 2002, and $0.03 in 2003. The average unit values for U.S.
shipments of imports of certain tissue paper products from China were $0.07 per square meter in 2001,
$0.06 in 2002, and $0.05 in 2003.%> Because certain U.S. retailers are themselves direct importers of the
subject merchandise from China, both calculations of average unit values are believed to be relevant.

Certain Crepe Paper Products
Physical Characteristics and Uses

Certain crepe paper products are manufactured from flat tissue paper using a wet creping process
that imparts a regularly wrinkled surface to the paper. Certain crepe paper products are distinguishable
from the dry creped tissue paper used for sanitary and other household purposes® and the creped kraft
papers used in industrial applications such as air, fuel, and oil filters.** Like tissue paper, certain crepe
paper products may be colored, decorated, or customized in a variety of ways. According to testimony
presented at the staff conference, the consistency of color matching and crimping of crepe paper produced
in the United States reportedly is superior to that produced in China.®

Certain crepe paper, unlike certain tissue paper, generally is slit into narrow rolls,* although a
small amount of crepe folds are sold for arts and crafts end uses.®” While tissue paper (defined broadly) is
an upstream product in the manufacture of certain crepe paper products, certain crepe paper products have
a finely wrinkled (creped) surface, usually are cut into streamers and treated with fire-retardant chemicals,
and most often are used for decorative purposes.®®

Manufacturing Facilities and Production Employees

The domestic industry producing certain crepe paper products is believed to include four firms,
*** Seaman, also produces certain tissue paper, albeit using a distinct process and with different

82 For additional details on prices, please see Part V, “Price Data.” For additional details on average unit values,
please see Part |11 and Part IV.

8 This includes tissue papers used for toilet or facial tissue, towels, napkins, and other similar uses.

84 3,11.10 Filter Papers,” found at http://www.paperloop.com/toolkit/paperhelp/3 11 10 key.shtml and retrieved
on Mar. 8, 2004.

% Conference Transcript, testimony of Alfred Scott, president, Glitterwrap, p. 145. But see questionnaire
response of *** indicating that some of the colors of crepe paper from China are more vivid.

% Petition, p. 6.
87 % interview by USITC Staff, ***, Feb. 27, 2004.
%8 Petition, p. 32.




equipment.® As noted above, jumbo rolls of tissue paper are the principal upstream product for the
converting operations that produce certain crepe paper products. However, the tissue paper used for the
manufacture of certain crepe paper products differs from that used for certain tissue paper products in that
sizing is added to the pulp as the paper is manufactured. The sizing prevents the sheet of paper from
disintegrating during the creping operations.

In contrast to the dry creping process that is used in the manufacture of sanitary tissue and
toweling, certain crepe paper products undergo a wet creping process.”® Typically, the first step is to mix
a solution of ammonia-based flameproof salts and, if necessary, dyes and other additives (e.g., softeners,
mineral-based pearlescent coatings). For dyed crepe papers, proper color matching from batch to batch is
critical.”* Once mixed, the solution is transferred to a creping machine, and a roll of tissue paper is
mounted in its roll stand. As the sheet is unwound, it is bathed in the solution, which is circulated either
in a trough or in the nip of a small roll which presses the sheet onto a large, rotating drum.” The
moistened sheet adheres to the drum, which is equipped with a doctor blade extending across the surface
of the back side of the roll. Crepes are formed as the sheet is crowded against the doctor blade, and a felt
picks the sheet off the doctor blade. The relative speeds of the felt and the rotating drum are set such that
the felt will not pull the creping out of the sheet. The felt conveys the creped paper to a drier cylinder
which drys the sheet. Once dry, the crepe paper is rewound on a roll. The roll of creped paper is then
moved to a slitter, which cuts the sheet into streamer widths (typically 1-3/4 inches), winds them to the
correct length and diameter, and applies adhesive to the end to keep the streamers from unraveling. The
streamers are packed in preformed bags, wholesale bags (if needed), and finally into corrugated cartons.

Interchangeability and Customer and Producer Perceptions

As discussed in greater detail in Part Il of the staff report, certain crepe paper potentially faces
several substitute products. Certain tissue paper, however, is not considered by either U.S. producers or
U.S. importers to be one of those substitute products, nor are various forms of dry creped tissue paper.

Notwithstanding the reportedly higher quality of domestically produced crepe paper by virtue of
its crimping and dyeing process, domestically produced crepe paper and crepe paper from China appear to
be largely interchangeable. Both U.S. producers and U.S. importers reportedly perceive certain crepe
paper produced in the United States and in China to be “always” or “frequently” interchangeable.”

Channels of Distribution

According to the petition, certain crepe paper products are sold through both distributors and
retailers.” Questionnaire responses indicate that, with respect to domestically produced certain crepe
paper products, *** percent of U.S. shipments in 2003 were made through distributors, *** percent were
made directly to retailers, and *** percent were made directly to final consumers. With respect to certain

% Conference Transcript, testimony of George Jones, president, Seaman, p. 22.

0«3 10 Tissue Grades,” found at http://www.paperloop.com/toolkit/paperhelp/3 10.shtml and retrieved on Mar.
8, 2004.

™ H* interview by USITC Staff, ***, Feb. 27, 2004. Conference testimony suggested that differences in the
manufacturing process in China (printing and embossing white crepe paper, as opposed to the U.S. method of dyeing
the pulp), contributed to perceived higher quality of U.S.-produced crepe. Conference Transcript, testimony of
Alfred Scott, president, Glitterwrap, pp. 145-146.

"2 Conference Transcript, testimony of George Jones, president, Seaman, p. 22.

™ For additional details on interchangeability and customer and producer perceptions, please see Part 11, “Supply
and Demand Considerations” and “Substitutability Issues.”

™ Petition, p. 31.
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crepe paper products from China, guestionnaire responses indicate that *** percent of U.S. shipments in
2003 were made through distributors, *** percent were made directly to retailers, and *** percent were
made directly to final consumers.”™

Price

Price data collected by the Commission for certain tissue paper and crepe paper products appear
in Part V of this report. These data suggest that certain crepe paper products frequently are sold in the
United States at substantially higher prices (based on area) than are certain tissue paper products.

Specific price comparisons for comparable domestic and imported products are presented in Part
V. In the aggregate, the average unit values for U.S. shipments of domestically produced certain crepe
paper products were *** per square meter in 2001, *** in 2002, and *** in 2003. By comparison, the
average unit values for U.S. imports of certain crepe paper products from China were *** per square
meter in 2001, *** in 2002, and *** in 2003. The average unit values for U.S. shipments of imports of
certain crepe paper products from China were *** per square meter in 2001, *** in 2002, and *** in
2003.” Because certain U.S. retailers are themselves direct importers of the subject merchandise from
China, both calculations of average unit values are believed to be relevant.

DOMESTIC LIKE PRODUCT ISSUES

The Commission’s decision regarding the appropriate domestic products that are “like” the
subject imported products is based on a number of factors including (1) physical characteristics and uses;
(2) common manufacturing facilities and production employees; (3) interchangeability; (4) customer and
producer perceptions; (5) channels of distribution; and, where appropriate, (6) price. In this investigation,
petitioners have identified two separate domestic like products, certain tissue paper products and certain
crepe paper products.”” Petitioners oppose further subdivision or expansion of the domestic like
products.” Respondents either have expressed no opposition to, or have expressly agreed with, treating
certain tissue paper and certain crepe paper as separate domestic like products.” With respect to certain
tissue paper, however, respondents generally contend that the Commission should find two distinct like
products, “consumer” tissue paper and “bulk” tissue paper.* In addition, at the Commission’s staff
conference, certain U.S. importers contemplated a broader domestic like product,® but have provided no
additional facts or argument in subsequent submissions.®

7 For additional details on channels of distribution, please see Part 11, “Channels of Distribution and Market
Segmentation.”

" For additional details on prices, please see Part V, “Price Data.” For additional details on average unit values,
please see Part 111 and Part V.

77 Petition, p. 30.
"8 petitioners’ Postconference Brief, pp. 4-14.
™ See Conference Transcript, testimony of William Perry, counsel on behalf of City Paper et. al., p. 193.

8 Respondents Cleo’s and Crystal Creative’s Postconference Brief, p. 1; Respondents City Paper et. al.’s
Postconference Brief, p. 3; Respondent Chinese Producers/Exporters’ Postconference Brief, p. 1; and Respondent
Target’s Postconference Brief, p. 4.

8 See Conference Transcript, testimony of William Perry, counsel on behalf of City Paper et. al., pp. 153 (wax
paper); 189 (sanitary and household tissue, wax paper / tissue, jumbo rolls); and 194 (wax paper, jumbo rolls).

8 See Respondents City Paper et. al.’s Postconference Brief, pp. 2-11 (discussing two separate domestic like
products, bulk tissue paper and consumer tissue paper) and pp. 11-14 (discussing the inapplicability of the
(continued...)
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Physical Characteristics and Uses

Certain tissue paper products are cut-to-length sheets of tissue paper in various sizes, colors, and
printed designs that are packaged in various forms.®® Respondents contend that consumer tissue paper
differs from bulk tissue paper based on physical differences such as sheet size, quantities per package,
design, and packaging.®* According to respondents, sheets of tissue sold in reams generally are larger
than sheets of tissue sold as consumer tissue; any overlap in sheet size is minimal.®® As club packs are
considered by respondents to be seasonal consumer items,® sheet counts for packages of consumer tissue
paper range from 5 to 400 sheets per package, in contrast to bulk tissue, which is sold in reams (480
sheets). Respondents contend that bulk tissue is plain, solid color, or has a basic pattern.” On the other
hand, consumer tissue is customized, is characterized by colors, artwork, and design, and may be included
in a package with sheets of specialty tissue or nonsubject products.?® Bulk tissue is packaged in
“functional, minimally-adorned,”® utilitarian packaging while consumer tissue paper is packaged in
colorful, customized packaging.*®® **

Petitioners assert that such differences in dimensions, colors, and designs as noted above
demonstrate a continuum within a single domestic like product, and argue that the sale 